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AgendaAgenda

•• ESCO Business EnvironmentESCO Business Environment

•• EPA Provides HelpEPA Provides Help

•• Portfolio ManagerPortfolio Manager

•• Cash Flow Opportunity CalculatorCash Flow Opportunity Calculator



Energy Office ChallengesEnergy Office Challenges

•• Budgets shrinkingBudgets shrinking

•• Resources scarceResources scarce

•• Buildings need attentionBuildings need attention

•• Energy costs are increasing as a Energy costs are increasing as a 
percentage of overall operating costspercentage of overall operating costs

•• Savings mandatesSavings mandates



ESCO Project ChallengesESCO Project Challenges

•• Long project sales cycleLong project sales cycle

•• Financial decisions bafflingFinancial decisions baffling

•• Little buyer recognitionLittle buyer recognition

•• Hard to sell ongoing relationshipsHard to sell ongoing relationships



Challenge: Sales CycleChallenge: Sales Cycle

•• Difficult selling through organizationDifficult selling through organization

•• Threat to buyersThreat to buyers
–– “A good job is already being done”“A good job is already being done”

•• Hard to establish credibilityHard to establish credibility
–– Don’t believe savings potentialDon’t believe savings potential
–– Require expensive feasibility studiesRequire expensive feasibility studies



Challenge: Financial DecisionsChallenge: Financial Decisions

•• Puzzling complex dealsPuzzling complex deals
–– Unfamiliar contracts, terms and risksUnfamiliar contracts, terms and risks

•• Ignore costs of delaysIgnore costs of delays
–– Volatile utility costsVolatile utility costs
–– Volatile interest ratesVolatile interest rates

•• ExcusesExcuses
–– Rates could declineRates could decline
–– Government could finance directlyGovernment could finance directly



Challenge: Little RecognitionChallenge: Little Recognition

•• Projects largely invisibleProjects largely invisible
–– Only problems obviousOnly problems obvious

•• No rewards for riskNo rewards for risk--takertaker
–– Facility managerFacility manager
–– Agency financial officialAgency financial official

•• Little selfLittle self--promotion for operating savingspromotion for operating savings



Challenge: RelationshipsChallenge: Relationships

•• Compete for each projectCompete for each project

•• Buyers not loyal to hardwareBuyers not loyal to hardware
–– ControlsControls
–– LightingLighting
–– HVACHVAC

•• Buyers do not operate buildings wellBuyers do not operate buildings well



EPA Provides HelpEPA Provides Help

•• www.energystar.govwww.energystar.gov



Energy Costs in ContextEnergy Costs in Context

Commercial SectorCommercial Sector

•• 30% of energy used is 30% of energy used is 
“waste” energy“waste” energy

•• Devoted 30% of operating Devoted 30% of operating 
budgets to energybudgets to energy

•• Generates 17% of US COGenerates 17% of US CO22
emissionsemissions



Huge Variation in Energy PerformanceHuge Variation in Energy Performance

Normalized energy intensity varies 

Age and equipment are not predictors
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Energy Star ToolsEnergy Star Tools

Lead Identification

Lead Qualification

Project 
Development

Project 
Implementation

Project 
Commissioning

Project Operation

Financial
Tools

Energy
Performance
Rating Tools

ENERGY
STAR

Partnership

Strategies
and Goals

Recognition,
Results,
Label

Energy
Performance
Rating Tools



National Energy Performance RatingNational Energy Performance Rating

Is 10 MPG high or low for an 
automobile?

Fuel 
Efficiency

MPG Energy 
Efficiency

1 - 100

Is 80 kBtu/SF/YR high or low 
for a building?



National Energy Performance RatingNational Energy Performance Rating

•• Normalizes building energy consumptionNormalizes building energy consumption
–– Weather, hours, occupant density, plug loadWeather, hours, occupant density, plug load
–– Whole building “mpg” ratingWhole building “mpg” rating

•• Benchmarks for comparisonBenchmarks for comparison
–– Similar buildings in national stockSimilar buildings in national stock

•• Recognizes top performing buildingsRecognizes top performing buildings
–– Top 25% qualify for ENERGY STARTop 25% qualify for ENERGY STAR



National Energy Performance RatingNational Energy Performance Rating

•• NationalNational

•• Ratings of 1Ratings of 1--100100

•• Simple qualifyingSimple qualifying

•• Customers can confirm ratingsCustomers can confirm ratings



Eligible Space TypesEligible Space Types

Offices
general, courthouse,          

bank branch, financial 
center 

Supermarkets K-12 Schools

Medical OfficesHospitals

Post OfficesHotels

Residence Halls/ 
Dormitories

Warehouses



Required InformationRequired Information

•• AddressAddress
–– Zip Code for weather normalizationZip Code for weather normalization

•• Energy ConsumptionEnergy Consumption
––12 consecutive months for each source12 consecutive months for each source

•• Space Type DataSpace Type Data
––Industry specificIndustry specific

••KK--12 Schools12 Schools
––Square footage, hours of operation,  number of PCs, Square footage, hours of operation,  number of PCs, 
occupancyoccupancy



Use the Rating to:Use the Rating to:

•• Establish portfolio baselineEstablish portfolio baseline

•• Set goals Set goals 

•• Track performance over timeTrack performance over time

•• Verify gains from upgrade effortsVerify gains from upgrade efforts



LargeLarge--scale Benchmarkingscale Benchmarking

•• StatesStates
–– CA Green Building InitiativeCA Green Building Initiative
–– KS KKS K--12 schools12 schools

•• Trade organizationsTrade organizations
–– SACIA in Southwest ConnecticutSACIA in Southwest Connecticut



Changing the MarketplaceChanging the Marketplace

•• Motivates large populations of customers who are Motivates large populations of customers who are 
difficult to reach efficientlydifficult to reach efficiently
–– State and local government facilitiesState and local government facilities

•• Creates momentum for projectsCreates momentum for projects
–– Keep up with competitors or other agenciesKeep up with competitors or other agencies
–– Avoid public embarrassmentAvoid public embarrassment
–– Validates proprietary tool resultsValidates proprietary tool results

•• Provides a uniform, verifiable scorecardProvides a uniform, verifiable scorecard



Calculating the Cost of DelayCalculating the Cost of Delay



Cash Flow Opportunity CalculatorCash Flow Opportunity Calculator

•• Simple to useSimple to use

•• Illustrates cost of delayIllustrates cost of delay

•• Customers can confirm results Customers can confirm results 

•• Answers…Answers…
–– How much equipment can be purchased from savingsHow much equipment can be purchased from savings
–– Whether it is better to wait and use future cashWhether it is better to wait and use future cash
–– If money is being lost waiting for better interest rateIf money is being lost waiting for better interest rate



Cash Flow Opportunity CalculatorCash Flow Opportunity Calculator

http://www.energystar.gov/ia/business/bus_financing_cfo_calculator.xls



CFOC: OverviewCFOC: Overview

Uses existing data



CFOC: Investment ValueCFOC: Investment Value



CFOC: Investment ValueCFOC: Investment Value

$1,512,000



CFOC: Simple PaybackCFOC: Simple Payback



CFOC: Net Present ValueCFOC: Net Present Value

$1,042,136 $883,170



CFOC: BreakCFOC: Break--Even PointEven Point

2.2Break-Even Point



CFOC: Opportunity CostCFOC: Opportunity Cost

15.4%Opportunity Cost if delayed 12 months*



ENERGY STAR: ENERGY STAR: 
Recognition AwardsRecognition Awards

ENERGY STAR Building  IdentificationENERGY STAR Building  Identification

National Awards & News ReleasesNational Awards & News Releases

Use of EPA Promotional MaterialsUse of EPA Promotional Materials



ENERGY STAR LabelENERGY STAR Label

Rate Facility
Performance

Submit SEP 
& Application 

Satisfy 
Eligibility 

Requirements

Obtain PE
Verification

Energy 
Performance 

Rating 75 to 100

Those that qualify 
are in the top 25% 

of the market 



ENERGY STAR Building ProfilesENERGY STAR Building Profiles

Service Provider:
Trane - Detroit District

Year Labeled: 2001
Score (by years): 77 

Space Type: Office

Total Floorspace: 660,000 sf
Year Constructed: 1975
Energy Intensity: 74 kBtu/sf/yr
Contract Type: Unavailable 

Technologies Used:
Stage 1-Commissioning
Stage 2-Lighting
Stage 4-Fan Systems
Stage 5-Heating and Cooling 

Plant

American Center Building
27777 Franklin Rd. 
Southfield,MI 48034

The American Center building is a premier 25-story office tower that includes a state-of-
the-art conference center and an integrated retail and service complex.

The building was constructed in 1975 for American Motors Corporation. Over $5 million 
was spent on renovations to the American Center both cosmetically and 
mechanically. The mechanical renovations, at a cost of $3,253,186 have a payback of 5 
years with a
yearly savings of over $620,000 and allowed the building to qualify as an ENERGY 
STAR building.

To qualify as an ENERGY STAR building, the American Center replaced its original 
lighting fixtures, which were a fluorescent F-40 Four lamp with two standard magnetic 
ballasts. The new light is a Silver Reflector and 2 F-32/T8 lamps and electronic 
ballast. REDICO also changed the HVAC system to operate with a Variable Air Volume 
system with Variable Frequency Drives on the main fans. The electric boilers were 
replaced with high efficiency Lochinvar gas boilers lobby was changed to hot water 
baseboard heat. Two new Trane chillers were installed and a Variable Frequency Drive 
was installed on the
domestic boost pump system. Finally, a Trane Tracer energy management system was 
installed.



EPA Resources:EPA Resources:
Suite of ToolsSuite of Tools

•• Portfolio ManagerPortfolio Manager

•• QuikScopeQuikScope

•• Financial Value CalculatorFinancial Value Calculator

•• Cash Flow Opportunity CalculatorCash Flow Opportunity Calculator

•• Delta Score EstimatorDelta Score Estimator



Thank YouThank You

Donald GilliganDonald Gilligan
NAESCO/PredicateNAESCO/Predicate

781.793781.793--02500250
d.d.gilligan@att.netd.d.gilligan@att.net

www.energystar.gov

mailto:d.d.gilligan@att.net
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